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counterclaim, a crossclaim, or a third- 
party complaint must allege and be 
limited to violations of the Shipping 
Act within the jurisdiction of the Com-
mission. The service and filing of a 
counterclaim, a crossclaim, or a third- 
party complaint and answers or replies 
thereto are governed by the rules and 
requirements of this section for the fil-
ing of complaints and answers. 

(5) A reply to an answer may not be 
filed unless ordered by the presiding of-
ficer. 

(6) Effect of failure to file answer. (i) 
Failure of a party to file an answer to 
a complaint, counterclaim, crossclaim, 
or third-party complaint within the 
time provided will be deemed to con-
stitute a waiver of that party’s right to 
appear and contest the allegations of 
the complaint, counterclaim, 
crossclaim, or third-party complaint to 
which it has not filed an answer and to 
authorize the presiding officer to enter 
an initial decision on default as pro-
vide for in 46 CFR 502.65. Well pleaded 
factual allegations in the complaint 
not answered or addressed will be 
deemed to be admitted. 

(ii) A party may make a motion for 
initial decision on default. [Rule 62.] 

[77 FR 61524, Oct. 10, 2012; 77 FR 64758, Oct. 23, 
2012] 

§ 502.63 Commission enforcement ac-
tion. 

(a) The Commission may issue an 
Order of Investigation and Hearing 
commencing an adjudicatory investiga-
tion against one or more respondents 
alleging one or more violations of the 
statutes that it administers. 

(b) Contents of Order of Investigation 
and Hearing. The Order of Investigation 
and Hearing must contain the fol-
lowing: 

(1) The name, street address, and, if 
known, email address of each person 
against whom violations are alleged; 

(2) A recitation of the legal authority 
and jurisdiction for institution of the 
proceeding, with specific designation of 
the statutory provisions alleged to 
have been violated; 

(3) A clear and concise factual state-
ment sufficient to inform each re-
spondent with reasonable definiteness 
of the acts and practices alleged to be 
in violation of the law; 

(4) Notice of penalties, cease and de-
sist order, or other affirmative action 
sought; and 

(5) Notice of the requirement to file 
an answer and a statement of the con-
sequences of failure to file an answer. 

(c) Answer to Order of Investigation 
and Hearing. (1) Time for filing. A re-
spondent must file with the Commis-
sion an answer to the Order of Inves-
tigation and Hearing and serve a copy 
of the answer on the Bureau of En-
forcement within 25 days after being 
served with the Order of Investigation 
and Hearing unless this period has been 
extended under § 502.67 or § 502.102, or 
reduced under § 502.103, or unless mo-
tion is filed to withdraw or dismiss the 
Order of Investigation and Hearing, in 
which latter case, answer must be filed 
within 10 days after service of an order 
denying such motion. For good cause 
shown, the presiding officer may ex-
tend the time for filing an answer. 

(2) Contents of answer. The answer 
must be verified and must contain the 
following: 

(i) The name, address, and email ad-
dress of each respondent, and the 
name, address, and email address of 
each respondent’s attorney or rep-
resentative; 

(ii) Admission or denial of each al-
leged violation of the Shipping Act; 

(iii) A clear and concise statement of 
each ground of defense and specific ad-
mission, denial, or explanation of facts 
alleged in the complaint, or, if respond-
ent is without knowledge or informa-
tion thereof, a statement to that ef-
fect; and 

(iv) Any affirmative defenses, includ-
ing allegations of any additional facts 
on which the affirmative defenses are 
based. 

(3) Oral hearing. The answer must in-
dicate whether an oral hearing is re-
quested and the desired place for such 
hearing. The presiding officer will de-
termine whether an oral hearing is nec-
essary. 

(4) Effect of failure to file answer. (i) 
Failure of a respondent to file an an-
swer to an Order of Investigation and 
Hearing within the time provided will 
be deemed to constitute a waiver of the 
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respondent’s right to appear and con-
test the allegations in the Order of In-
vestigation and Hearing and to author-
ize the presiding officer to enter a deci-
sion on default as provided for in 46 
CFR 502.65. Well pleaded factual allega-
tions in the Order of Investigation and 
Hearing not answered or addressed will 
be deemed to be admitted. 

(ii) The Bureau of Enforcement may 
make a motion for decision on default. 
[Rule 63.] 

§ 502.64 Alternative dispute resolution. 

(a) Mandatory preliminary conference. 
(1) Participation. Subsequent to service 
of a Complaint, parties must partici-
pate in a preliminary conference with 
the Commission’s Office of Consumer 
Affairs and Dispute Resolution Serv-
ices (CADRS) as to whether the matter 
may be resolved through mediation. 
The preliminary conference may be 
conducted either in person or via tele-
phone, video conference, or other 
forum. 

(2) Timing. Within fifteen (15) days of 
the filing of an answer, the parties 
must contact the Director of CADRS to 
schedule the preliminary conference. 
The Director of CADRS or his/her des-
ignees will conduct the preliminary 
conference and may confer with each 
party separately at any time. 

(b) Continued availability of dispute 
resolution services to resolve procedural 
and other disputes. Pursuant to subpart 
U of this part, the parties mutually 
may agree, at any time prior to the 
termination of a Commission pro-
ceeding, to initiate or reopen a medi-
ation proceeding to explore resolution 
of procedural or substantive issues. 

(c) Proceeding not stayed during dis-
pute resolution process. Unless otherwise 
ordered by the presiding officer, a me-
diation proceeding does not stay or 
delay the procedural time require-
ments set forth by rule or order of the 
presiding officer. 

(d) Confidentiality. The preliminary 
conference will be confidential. [Rule 
64.] 

§ 502.65 Decision on default. 

(a) A party to a proceeding may be 
deemed to be in default if that party 
fails: 

(1) To appear, in person or through a 
representative, at a hearing or con-
ference of which that party has been 
notified; 

(2) To answer, to respond to a disposi-
tive motion within the time provided, 
or otherwise to defend the proceeding; 
or 

(3) To cure a deficient filing within 
the time specified by the Commission 
or the presiding officer. 

(b) When a party is found to be in de-
fault, the Commission or the presiding 
officer may issue a decision on default 
upon consideration of the record, in-
cluding the complaint or Order of In-
vestigation and Hearing. 

(c) The presiding officer may require 
additional information or clarification 
when needed to issue a decision on de-
fault, including a determination of the 
amount of reparations or civil pen-
alties where applicable. 

(d) A respondent who has defaulted 
may file with the Commission a peti-
tion to set aside a decision on default. 
Such a petition must be made within 22 
days of the service date of the decision, 
state in detail the reasons for failure to 
appear or defend, and specify the na-
ture of the proposed defense. In order 
to prevent injustice, the Commission 
may for good cause shown set aside a 
decision on default. [Rule 65.] 

§ 502.66 Amendments or supplements 
to pleadings. 

(a) Amendments or supplements to 
any pleading (complaint, Order of In-
vestigation and Hearing, counterclaim, 
crossclaim, third-party complaint, and 
answers thereto) will be permitted or 
rejected, either in the discretion of the 
Commission or presiding officer. No 
amendment will be allowed that would 
broaden the issues, without oppor-
tunity to reply to such amended plead-
ing and to prepare for the broadened 
issues. The presiding officer may direct 
a party to state its case more fully and 
in more detail by way of amendment. 

(b) A response to an amended plead-
ing must be filed and served in con-
formity with the requirements of sub-
part H and § 502.69 of this part, unless 
the Commission or the presiding officer 
directs otherwise. Amendments or sup-
plements allowed prior to hearing will 
be served in the same manner as the 
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